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EXECUTIVE ORDERS 	  
Executive Order No. 1 30B 
Amending Executive Order 130 by Correcting the Legal Description of the 

River Corridor and Adding One Paragraph to the Legal Description of the 
Mississippi River Corridor Districts 

I, Wendell R. Anderson, Governor of the State of Minnesota, by virtue of the authority vested in 
me by the Constitution and applicable statutes, hereby issue this Executive Order: 

WHEREAS, certain corrections have been found necessary in the legal description of Executive 
Order No. 130: 

NOW, THEREFORE, I order that: 

1. Appendix A, the third paragraph of the Brooklyn Center portion of the Legal Description of 
the River Corridor be amended to read: 

Thence in a straight line northeasterly to the intersection of the center lines of State Highway 
169 and Interstate 94; 

2. Appendix A, the first paragraph of the Brooklyn Park portion of the Legal Description of the 
River Corridor be amended to read: 

Thence north along the center line of State Highway 169 to the intersection with the center 
line of 89th Avenue North; 

3. Appendix A, the thirteenth paragraph of the Brooklyn Park portion of the Legal Description 
be amended to read: 

Thence west along the said side to the west side of Section 2; 

4. The following paragraph be added to Appendix B, Section 1 .b. "On the west side of the 
river": (4) From the eastern extension of the center line of Hennepin County Highway 49 to the Henne-
pin County-Wright County common boundary. 

This order shall be effective immediately upon publication in the State Register and shall remain 
in force until rescinded by the proper authority. 

IN TESTIMONY WHEREOF, I hereunto set my hand on this 1st day of December, 1976. 
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RULES 
Department of Commerce 
Consumer Credit Division 
Definitions and Eligibility 

Requirements for Conventional 
Home Loans 

BD 226 Eligible conventional home loan lenders or 
mortgagees. The following persons, organizations, and 
financial institutions are authorized to make conven-
tional home loans pursuant to the Conventional Home 
Loan Assistance and Protection Act (the "Act"): 

A. Banks, savings banks, mutual savings banks, 
building and loan associations, and savings and loan 
associations organized under the laws of this state or the 
United States, trust companies, trust companies acting 
as fiduciaries and other banking institutions subject to 
the supervision of the commissioner of banks, and 

B. Mortgagees or lenders approved or certifi.d by the 
Federal National Mortgage Association or the Federal 
Home Loan Mortgage Corporation. 

BD 227 Eligibility requirements for conventional loans. 

A. Any conventional loan is an eligible loan for pur-
poses of the Act so long as it has been approved or would  
be eligible for purchase in whole or in part by the Fed-
eral National Mortgage Association or the Federal Home 
Loan Mortgage Corporation at the time such conven-
tional loan is closed. 

B. Any conventional loan that is not otherwise eligible 
pursuant to paragraphs A or C of Section 227 must meet 
the following requirements of the Federal National 
Mortgage Association in order to be an eligible loan for 
purposes of the Act: 

1. Unless the context indicates otherwise, the fol-
lowing definitions and rules of construction apply to 
paragraph B of Section 227: 

a. Home mortgage means a mortgage which is 
secured by real property upon which is located a dwell-
ing unit designed for residential use for not more than 
one family and where the real estate is owned in fee 
simple or consists of an acceptable leasehold estate. 

b. Unit mortgage means a mortgage which.is Se-  

cured by real property consisting of a dwelling unit de-
signed for residential use for no more than one family 
and which is owned in fee simple or consists of an ac-
ceptable leasehold estate. A unit mortgage is secured by 
the dwelling unit itself and an undivided interest in the 
common areas, or, membership or stock interest in an 
association having title to the common areas. 

c. Mortgage means the security instrument, the 
obligation secured thereby, the title evidence, and all 
other documents and other papers pertaining to the 
mortgage loan. 

d. Purchase price, property means the contract 
price paid or payable by the purchaser (original 
mortgagor) after adjustment for any discounts to sales 
price, rebates or other allowances paid, payable or al-
lowed to the purchaser on account of the sale of the 
property covered by the mortgage. If there was no sale 
of the property incident to the inception of the mortgage, 
the purchase price of the property shall be deemed to be 
the same as the appraised value. 

e. Security instrument means an instrument 
(mortgage, deed of trust, or other) creating and evidenc-
ing a first lien on (I) a fee simple estate in the mortgaged 
premises or (2) a leasehold estate. 

f. Secured obligation means a valid and enforce-
able note or bond secured by a conventional mortgage. 

g. Market value means the highest price esti-
mated in terms of money which a property will bring if 
exposed for sale in an open market with a reasonable 
time allowed to find a purchaser, buying with knowledge 
of all the uses and purposes to which it is adapted and 
for which it is capable of being used. 

h. Appraised value means the market value of 
the property securing the mortgage as estimated by an 
appraiser. 

i. Value means the lower of the purchase price or 
the appraised value. 

j. Leasehold estate means an estate having a re-
maining term running or renewable at the option of the 
lessee, for a period of not less than ten years from and 
after the maturity of the mortgage loan, or to any earlier 
date at which the fee simple title will vest in the lessee, 
which leasehold estate is assignable or transferable if the 
same is subject to the lien of the mortgage, and the term 

S 
KEY: New rules and material proposed to be added to an existing rule are printed in boldface. Material proposed to he deleted from 
an existing rule is printed in [single brackets]. Underlining indicates additions to proposed rules, while [[double brackets]] indicate 
matter stricken from proposed rules. Existing material is printed in standard type face. 
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RULES 	
of the mortgage must not exceed the term of the set 
ground rent by more than five years. 

k. Condominium means a form of ownership of 
real property characterized by title (created by statute) 
to a unit in a project together with an undivided real 
estate interest in the common elements which are part of 
said project in accordance with state enabling law. The 
common elements generally are maintained by, but not 
owned by, the Owners Association. The common ele-
ments typically include among other things, the land., 
roofs, floors, lobbies and community space and facilities. 

1. Planned unit development (PUD) means a 
real estate development which consists of separately 
owned lots with contiguous or non-contiguous areas or 
facilities usually owned by an owners association in 
which the owners of the lots have a stock or membership 
interest. Title to the real estate under the dwelling units 
is held by the individual lot owners and not by the as-
sociation. The association usually has title to and ad-
ministers the common areas, and levies monthly charges 
against lot owners for common area expenses. Mem-
bership in the Owners Association cannot be severed 
from the ownership of an individual unit. 

m. De minimis PUD means a PUD in which the 
common areas are relatively insignificant in terms of 
their influence upon the enjoyment of the premises and 
have little or no effect upon the value of the property 
securing the unit mortgage. 

n. Owners association means: 

(1) In the case of a condominium, the Owners 
Association is a non-profit corporation or association as 
authorized by law, composed of the individual owners of 
the units in a condominium project, which manages but 
has no ownership interest in the common areas unless 
specifically approved by statute, 

(2) In the case of a PUD, the Owners Associa-
tion is a nonprofit corporation or association having 
management responsibility to the project as a whole and 
title to the common areas. The shares in such a corpora-
tion or membership in such association are transferred 
with the transfer of title to the individual units. 

o. Master deed means the basic document used 
in the creation of a condominium. It is occasionally re-
ferred to as: "Matrix Deed", "Declaration of Horizon-
tal Property Regime", "Enabling Declaration", or 
"Deed of Constitution". The recorded master deed in-
dicates that the property is submitted to a condominium 
regime and describes the division of the project into 
units and common elements. 

p. By-laws means the rules, codes or regulations 
providing for the administration and maintenance of a 
condominium project or PUD. 

q. Unit means: 

(1) Condominium unit is a designated space in 
a condominium project as described by the con-
dominium documents, title to which is in the unit owner, 
together with an undivided interest in the common 
areas. 

(2) PUD is the individual home, on its own lot, 
title to which is in the individual lot owner. 

r. Development means a multiple unit real estate 
plan. The term typically includes subdivisions, de 
minimis PUDs, PUDs and condominiums. A develop-
ment is the sum total of all individual dwelling units, if 
applicable, the common areas, rental apartments, 
offices, commercial, industrial, private, recreational 
facilities and any other uses of the real estate within the 
plan. 

2. Amortization. Full amortization of the mortgage 
amount is required over the term of the loan by level 
installments of principal and interest payable [the first 
day of] each month. 

3. Mortgage term, minimum and maximum. A 
mortgage must mature within a term generally accepta-
ble to private institutional investors in conventional 
mortgages, but the original term of a mortgage loan may 
not exceed thirty (30) years from the date of commence-
ment of amortization of principal. The original term 
shall not be less than ten (10) years. 

4. Mortgage amounts. The original mortgage 
amount shall not be less than $10,000. The mortgage 
shall involve an original principal obligation in multiples 
of $50. 

5. Loan to value percentage. 

a. To be eligible a mortgage may have a princi-
pal balance not exceeding eighty percent (80%) of the 
value of the security property. 

b. Except that the unpaid principal balance may 
be in excess of eighty percent (80%) of value if the excess 
is insured by a mortgage insurer for a term that will end, 
unless the mortgage is then delinquent, when the unpaid 
principal balance has been reduced to eighty percent 
(80%) of the original value of the property. The 
maximum loan-to-value percentage (LTV%) for such 
mortgage secured by a single-family home, a unit in a de 
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S 

S 

minimis PUD or a unit in a PUD project may not exceed 
ninety-five percent (95%). The maximum loan-to-value 
percentage for a mortgage secured by a unit in a con-
dominium project may not exceed ninety percent (90%). 

6. Interest rates. Mortgage interest rates must be 
stated in the note and mortgage decimally in increments 
of either one-tenth of one percent (1/10 of 1%), one- 
eighth of one percent (1/8 of 1%), or one-fourth of one 
percent (1/4 of 1%), and shall not include any portion of 
the private mortgage insurance premium, if applicable. 

7. Property appraisals. The property must be ap-
praised: 

a. After all improvements to the property have 
been substantially completed for existing construction, 
except that minor items not affecting livability, whether 
on or off site, may be incomplete at the time of the 
appraisal, provided the lender establishes an escrow to 
guarantee timely completion of such improvements, and 

b. from plans and specifications for proposed 
construction. 

8. Location of mortgaged premises. The mortgaged 
premises must be located in the United States, the Dis-
trict of Columbia, the Commonwealth of Puerto Rico or 
the Virgin Islands. 

[b. Property in outlying rural areas will be eligi-
ble provided: 

(1) The land value is equal generally to no 
more than thirty percent (30%) of the total appraised 
value of the property offered as security; and 

(2) the lender determines that adequate 
sewerage and water facilities and other utilities are 
available and in service on the premises; and 

(3) the property is readily accessible by a fed-
eral, state, or county highway or an all weather sec-
ondary road; and 

(4) the present or immediate anticipated use 
adjacent real estate does not, in the appraiser's opinion, 
adversely affect the value or present marketability of the 
property for residential use. 

c. Property will be ineligible if a specific physical 

or environmental influence seriously endangers the 
health and safety of prospective occupants. Such condi-
tions may arise from unsafe construction, serious danger 
of flooding, excessive smoke or chemical fumes, exces-
sive noise endangering health, danger from fire or explo-
sion, or inadequate water and sewerage facilities or 
other utilities.] 

9. Type of property. The mortgage property must 
consist of one dwelling unit designed for single-family 
occupancy. The unit may be detached, semi-detached, 
row, townhouse, part of a condominium, de minimis 
PUD or a PUD, with the real estate owned in fee simple 
or under an acceptable leasehold estate. 

Mortgages on older dwellings are eligible. The 
bath(s), kitchen, heating, plumbing, and electrical 
facilities must be functional. [and of a quality acceptable 
generally to typical purchasers in the community. 

Each dwelling must contain sufficient square 
footage to be acceptable generally to typical purchasers 
in the community.] 

10. Owner occupancy. Borrower's application 
must establish that the property securing the mortgage 
is or will be occupied by the borrower and serve as his 
principal residence. 

11. Lien requirements. The security instrument, 
any evidence of "open-end" advances, the mortgagor's 
estate and his title thereto, and the lien of the security 
instrument (which must be a first and paramount lien on 
the mortgagor's estate in the real property subject only 
to liens for taxes and special assessments not in arrears) 
must be such as to be acceptable to private institutional 
investors, informed buyers, title insurance companies, 
and leading attorneys, generally, in the community 
where the mortgaged premises is situated. The docu-
ments submitted must indicate, either in the title evi-
dence, or by copies of tax receipts, closing statements or 
ledger cards, that current installments of taxes and as-
sessments which, though not in arrears, have attached 
as prior liens, have been paid or that sufficient deposits 
therefore are being collected. The note, the related se-
curity instrument, and the evidence of insurance from 
the private mortgage insurer, if any, must be properly 
executed and when appropriate, properly acknowledged 
and recorded. Nothing must be contained therein which 
would, or might, affect the priority of the mortgagee's 
first lien on the mortgagor's estate or preclude recovery 
by the mortgagee from the private mortgage insurer, if 

I 
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applicable, of the full amount under the policy of 
mortgage insurance, if it be assumed that the claim was 
properly to be made under applicable requirements as of 
the effective date of the related mortgage insurance. 

12. Title evidence required. The title evidence must 
be in such substance and form as to assure full title 
protection to the mortgagee. The title evidence will es-
tablish that the title to the mortgaged premises is such as 
to be acceptable to private institutional investors, in-
formed buyers, title insurance companies, and leading 
attorneys, generally, in the community where the. 
mortgaged premises is situated, and that the mortgage 
constitutes a lien of the required priority on a fee simple 
or leasehold estate in the mortgaged premises. Such title 
evidence [will] may consist of a mortgage title policy in 
an amount not less than that of the original principal 
amount of the mortgage indebtedness. 

13. General title waivers. The title to the real estate 
which secures a mortgage must be good and merchanta-
ble and free and clear of all liens and encumbrances. 
Title will be deemed eligible even though it is subject to 
the following: 

a. Public utility and other subsurface easements 
which are in place and are completely covered at the 
time of closing of the mortgage loan. Such easements 
must not extend under any buildings on the subject 
property. 

b. Easements above the surface of the property 
for public utilities for distribution purposes (not trans-
mission) along one or more of the property lines, and for 
drainage along the rear property line, provided the 
easements [extend not more than twelve (12) feet from 
the property lines] and the exercise of the rights 
thereunder do not interfere with any of the buildings or 
improvements located on the subject property or the use 
and enjoyment of property not subject to improvement. 

c. Mutual easement agreements recorded in the 
public records which establish joint driveways and party 
walls constructed partly on the subject property and 
partly on adjoining property, provided the easement 
agreement allows all future owners, their heirs and as-
signs forever, unlimited use of these driveways or party 
walls without restriction. 

d. Violations of cost, minimum size of dwelling 
structure or setback restrictions which do not provide a 
penalty of revision or forfeiture of title or a lien of any 
kind for liquidated damages. Violations of such restric-
tions which do not provide for penalties, reversions, or 
result in a lien of any kind, will be acceptable only if a 
policy of title insurance expressly insures the mortgagee 
against loss by reason of such. 

e. Encroachments on the subject property by 
improvements on adjoining property where such en-
croachments do not exceed one (1) foot, do not touch any 
buildings and do not interfere with the use of any im-
provements on the subject property. 

f. Encroachments by garages or improvements, 
other than those which are attached to or a portion of 
the main dwelling structure, over easements for public 
utilities, provided such encroachment does not interfere 
with the use of the easement or the exercise of the rights 
of repair and maintenance in connection therewith. 

g. Encroachments on adjoining property by 
eaves and overhanging projections attached to improve-
ments on the subject property where such encroachments 
do not exceed one (1) foot and encroachments on adjoin-
ing property by driveways belonging to subject property 
where such encroachments are not in excess of one (1) 
foot, provided that there exists a clearance of at least 
eight (8) feet between the buildings on the subject prop-
erty and the property line affected by the encroachment. 

h. Encroachments by hedges or removable 
fences belonging to the subject or adjoining property. 

i. Outstanding oil, water or mineral rights which 
are customarily waived by prudent lending institutions, 
and will not result in damage to the property or impair-
ment of the use of the property for residential purposes. 

j. Variations between the length of the subject 
property lines as shown in the appraisal report and as 
shown by the record of possession lines, provided such 
variations do not interfere with the current use of any of 
the improvements on the subject property and do not 
involve a deficiency of more than two percent (2%) with 
respect to the length of the front line or more than five 
percent (5%) with respect to the length of any other line. 

14. Title company single risk maximums. The 
maximum single risk (the risk in connection with any 
one mortgage) assumed by any one title company may 
not exceed fifty percent (50%) of the sum of its capital 
and surplus, and its reserves other than its loss and 
claim reserves; excess amounts may be covered by re-
insurance or co-insurance of other title companies. 

15. Condominiums and PUD's. If the mortgage is 
secured by a condominium or PUD unit the title evi-
dence must be consistent with Sections 12, 13 and 14. 

16. Insurance requirements. Property securing 
each mortgage must be covered by insurance in the 
kinds and amounts specified in this section. Insurance 
policies on homes, condominium units and PUD units 
shall be held in the custody of the mortgagee. 
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S 	The insurance company, association or organiza- 
tion must be specifically authorized by law or licensed by 
the jurisdiction to transact business within the state or 
territory where the property is located, and whose policy 
contract and forms do not provide that contribution or 
assessments may be made against the mortgagee or be-
come a lien on the property superior to the lien of the 
mortgagee. 

17. Insurance required for home mortgages. In-
surance coverage in the following kinds and amounts is 
required on property covered by a home mortgage at the 
time the loan is closed: 

a. Property insurance affording protection 
against loss or damage from fire and other hazards cov -
ered by the standard extended coverage endorsement 
must be provided in an amount at least sufficient to pay 
the mortgage balance in the event of a covered loss. 
Insurance in an amount less than the mortgage balance 
is permitted only where the appraisal made in connec-
tion with the mortgage loan provides separate valuations 
for the land and improvements and in such instances the 
insurance must cover the full replacement cost of the 
improvements. 

b. Policies containg a deductible clause in the 
maximum amount of $250, unless a higher amount is 
required by state statute, applicable to either fire or 
extended coverage, or both, are acceptable. 

18. Insurance required for individual con-
dominium mortgages. Insurance coverage substantially 
in conformity with the following is acceptable: 

a. A "master" or "blanket" policy of property 
insurance in an amount equal to full replacement value 
(100% of current "replacement cost" exclusive of land, 
foundation, excavation and other items normally 
excluded from coverage) of the condominium project 
(including all building service equipment and the like 
and any fixtures or equipment within the condominium 
unit which are financed under the mortgage) with an 
"Agreed Amount Endorsement" or its equivalent, [a 
"Demolition Endorsement" or its equivalent, and, if 
necessary, an "Increased Cost of Construction En-
dorsement" or "Contingent Liability from Operation of 
Building Laws endorsement" or the equivalent,] if 
available, or an Inflation Guard Endorsement and such 
insurance to afford protection against at least the follow-
ing: 

(1) Loss or damage by fire and other hazards 
covered by the standard extended coverage endorse-
ment, and by sprinkler leakage, debris removal, cost of 
demolition, vandalism, malicious mischief, windstorm, 
and water damage; and 

(2) in the event the condominium project con-
tains a steam boiler, a broad form policy of repair and 
replacement boiler and machinery insurance in the 
amount of at least $50,000 per accident per location; and 

(3) such other risks as shall customarily be 
covered with respect to projects similar in construction, 
location and use. 

b. A comprehensive policy of public liability in-
surance covering all of the common areas and commer-
cial spaces in the condominium project, with a "Severa-
bility of Interest Endorsement" or equivalent coverage 
which would preclude the company from denying the 
claim of a unit owner because of the negligent acts of the 
Owners Association or another unit owner, with such 
limits not less than $1,000,000 covering all claims for per-
sonal injury and/or property damage arising out of a 
single occurrence, such coverage to include protection 
against water damage liability, liability for non-owned 
and hired automobile, liability for property of others, 
and, if applicable: elevator collision, garage-keeper's 
liability, host liquor liability, and such other risks as 
shall customarily be covered with respect to projects 
similar in construction, location and use. 

c. Any insurance obtained pursuant to Section 
18 shall be subject to the following provisions and lim-
itations: 

(1) The named insured under any such policies 
shall be the Owners Association of the condominium 
project, as a trustee for the owners of the condominium 
units, or its authorized representative, including any 
trustee with which such association may enter into any 
insurance trust agreement, or any successor trustee, 
each of which shall be hereinelsewhere referred to as the 
"Insurance Trustee" who shall have exclusive authority 
to negotiate losses under said policies; and 

(2) in no event shall the insurance coverage 
obtained and maintained pursuant to the requirement of 
this Section be brought into contribution with insurance 
purchased by the owners of the condominium units or 
their mortgagees; and 

S 
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(3) such policies shall provide that coverage 
shall not be prejudiced by: 

(a) any act or neglect of the owners of con-
dominium units when such act or neglect is not within 
the control of the Owners Association or, 

(b) by failure of the Owners Association to 
comply with any warranty or condition with regard to 
any portion of the premises over which the Owners As-
sociation has no control; and 

(4) all policies shall provide that coverage may 
not be cancelled or substantially modified (including 
cancellation for non-payment of premium) without at 
least 30 days prior written notice to any and all insureds 
named thereon, including the mortgagees; and 

(5) all such policies shall contain a waiver of 
subrogation by the insurer as to any and all claims 
against the association, the owner of any condominium 
unit and/or their respective agents, employees or ten-
ants, and of any defenses based upon co-insurance or 
upon invalidity arising from the acts of the insured. 

d. All policies of property insurance shall pro-
vide that, notwithstanding any provisions thereof which 
give the carrier the right to elect to restore damage in 
lieu of making a cash settlement, such option shall not be 
exercisable without the prior written approval of the 
association (or any insurance trustee) or when in conflict 
with the provisions of any insurance trust agreement to 
which the Association may be a party, or any require-
ment of law; and 

e. The Owners Association of a condominium 
project shall be required to maintain adequate fidelity 
coverage to protect against dishonest acts on the part of 
officers, directors, trustees and employees of such as-
sociation and all others who handle, or are responsible 
for handling funds of the association. Such fidelity bonds 
shall meet the following requirements: 

(1) All such fidelity bonds shall name the as-
sociation as an obligee; and 

(2) such fidelity bonds shall be written in an 
amount equal to at least 150% of the estimated annual 
operating expenses of the condominium project, includ-
ing reserves; and 

(3) such fidelity bonds shall contain waivers of 
any defense based upon the exclusion of persons who 
serve without compensation from any definition of 
"employee" or similar expression; and 

(4) such bonds shall provide that they may not 
be cancelled or substantially modified (including cancel-
lation for nonpayment of premium) without at least 
thirty (30) days prior written notice to the mortgagee. 

19. Insurance required in PUD's and de minimis 
PUD's. Insurance coverage substantially in conformity 
with the following is acceptable: 

a. A policy of property insurance meeting the 
requirements of Section 17 shall be obtained by the 
mortgagee with respect to each unit mortgage. 

b. A policy of property insurance in an amount 
equal to the full replacement value (100% of current 
"replacement cost" exclusive of land, foundation, exca-
vation and other items normally excluded from cover-
age) of the common facilities owned by the Owners As-
sociation (including all building service equipment and 
the like) with an "Agreed Amount Endorsement" or its 
equivalent, [a "Demolition Endorsement" or its equiva-
lent and, if necessary, an "Increased Cost of Construc-
tion Endorsement" or "Contingent Liability from Op-
eration of Building Laws Endorsement" or the equiva-
lent,] if available, or an Inflation Guard Endorsement 
and such insurance to afford protection against at least 
the following: 

(1) loss or damage by fire and other hazards 
covered by the standard extended coverage endorse-
ment, and by sprinkler leakage, debris removal, cost of 
demolition, vandalism, malicious mischief, windstorm, 
and water damage; and 

(2) such other risks as shall customarily be 
covered with respect to projects similar in construction, 
location and use. 

c. A comprehensive policy of public liability in-
surance covering all of the common areas and commer-
cial spaces located in the "planned unit development" 
insuring the Owners Association (and, in the case of an 
unincorporated Owners Association, the members of 
such association), with such limits not less than 
$1,000,000 covering all claims for personal injury 
and/or property damage arising out of a single oc-
currence with such coverage to include protection 
against water damage liability, liability for non-owned 
and hired automobile, liability for property of others, 
and, if applicable: garage-keeper's liability, host liquor 
liability, and such other risks as shall customarily be 
covered with respect to projects similar in construction, 
location and use. 

d. The Owners Association of a "planned unit 
development" shall be required to maintain adequate 
fidelity coverage to protect against dishonest acts on the 
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part of officers, directors, trustees and employees of such 
association and all others who handle, or are responsible 
for handling funds of the association. Such fidelity bonds 
shall meet the following requirements: 

(1) All such fidelity bonds shall name the 
Owners Association as an obligee; and 

(2) such fidelity bonds shall be written in an 
amount equal to at least 150% of the estimated annual 
operating expenses of the planned unit development 
project, including reserves; and 

(3) such fidelity bonds shall contain waivers of 
any defense based upon the exclusion of persons who 
serve without compensation from any definition of 
"employee" or similar expression; and 

(4) such bonds shall provide that they may not 
be cancelled or substantially modified (including cancel-
lation for nonpayment of premium) without at least 30 
days prior written notice to the mortgagee. 

20. Flood insurance. 

a. No mortgage will be eligible if secured by a 
property located in an area which has been identified by 
the Secretary of Housing and Urban Development as 
having special flood hazards (by publication in the Fed-
eral Register of a Flood Insurance Boundary Map or 
Insurance Rate Map), for which flood insurance is not 
available because the community in which such property 
is located is ineligible for participation in the National 
Flood Insurance Program except for any mortgage 
which is closed prior to one year following the publica-
tion of the Flood Hazard Boundary Map. 

b. Flood insurance in the amount specified in this 
Section must be provided in connection with any 
mortgage secured by property which is located in a 
community for which flood insurance has been made 
available under the National Flood Insurance Program 
(NFIP) and which is located in a designated special flood 
hazard area. 

c. Flood insurance required by this Section shall 
be in the form of the standard policy issued by members 
of the National Flood Insurers Association or in the form 
of a policy which meets the criteria set forth in the 
Guidelines published by the Flood Insurance Adminis- 

tration in the Federal Register on July 17, 1974. The 
minimum amount of flood insurance required is the low-
est of: 

(1) the principal balance of the mortgage, 

(2) the value of the insurable improvements, 
or 

(3) the maximum amount of flood insurance 
which was available on the date upon which the 
mortgage was closed. 

d. For condominium unit loans, a "blanket" 
policy of flood insurance in the name of the Owners 
Association or a designated trustee must be obtained in 
accordance with the foregoing requirements. The 
amount of coverage required for each building within 
the project is the maximum amount available under the 
NFIP or the aggregate amount of the unpaid principal 
balances of the mortgages covering the condominium 
units contained in the building, whichever is less. 

e. Flood insurance requirements for mortgages 
financing properties located in planned unit develop-
ments are the same as those for other home mortgages. 

21. Evidence of insurance. All insurance policies 
shall be held in the custody of the mortgagee. Prior to 
the closing of a mortgage loan of the first unit mortgage 
in the condominium project the mortgagee will have ob-
tained for its files a copy of the "master" or "blanket" 
policy of property insurance and, where applicable, 
flood insurance, a copy of the comprehensive policy of 
public liability insurance, and, if required, the boiler 
and machinery policy. Prior to the closing of the 
mortgage loan of the first unit mortgage in a planned 
unit development, policies insuring against similar risks 
in the common areas will be obtained. In addition, the 
mortgagee shall obtain from the carrier an appropriate 
certificate or memorandum of insurance as to each unit 
in the condominium project which is the subject matter 
of a mortgage loan from the mortgagee. 

22. Mortgage clauses. All policies of property 
(hazard) insurance in connection with home mortgages, 
including mortgages financing properties located in a 
planned unit development, and the "blanket" policy of 
property insurance in connection with condominiums 
must contain or have attached thereto a standard 
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mortgage clause (without contribution) customarily used 
in the area in which the property is located. The 
mortgagee must be named therein as first lienor. 

23. Notice of loss. The Owners Association of a 
condominium project must agree in writing to notify the 
mortgagee at the mortgagee's address whenever: 

a. damage to a family unit covered by a mortgage 
held by the mortgagee exceeds $1,000, and 

b. damage to common areas and related facilities 
exceeds $10,000. 

With respect to planned unit development 
projects, the Owners Association must agree in writing 
to notify the mortgagee at the mortgagee's address 
whenever damage to common areas or related facilities 
exceeds $10,000. 

24. Refinancing. A mortgage which involves 
refinancing of a short-term loan used to finance the orig-
inal construction or substantial rehabilitation of a dwell-
ing is acceptable. Refinancing of an existing permanent 
mortgage is eligible provided: 

a. A portion of the mortgage funds will be used. 
to pay for substantial improvements to the security 
property, including incidental closing costs and out-
standing assessments, such as streets, water, sewer; 
and 

b. any existing mortgage(s), or loan(s) related to 
prior improvements in the security property is liqui-
dated in full; and 

c. the mortgage is otherwise eligible. 

25. Special assessments. The improvement to the 
premises, if any, resulting from a special assessment 
must be included in the appraised value. In such in-
stances, the monthly payments from the borrower must 
include 1/12th of the estimated annual payment toward 
such assessments. 

26. Payment of prepaid expenses, [settlement costs, 
loan fees, discounts, rebates and other allowances.] 

a. Certain prepaid expenses must be paid by the 
purchaser of the property. Payment of these expenses by 
any party other than the purchaser will make the 
mortgage ineligible. The following expenses must be 
paid by the purchaser: 

(1) Interest charges covering any period sub-
sequent to loan settlement date. 

(2) Real estate taxes covering any period sub-
sequent to loan settlement date. 

(3) Hazard insurance premiums. 

(4) Mortgage insurance renewal premiums. 

27. Trade equities. It is acceptable for the property 
seller to take the borrower's existing property in trade 
as all or part of the downpayment for the property being 
purchased. 

The amount of the borrower's equity contribu-
tion (downpayment) will be considered to be the net 
amount after deducting the balance of indebtedness and 
any customary transfer costs, discounts, closing costs, 
etc. from the lesser of: 

a. the appraised value of the property being 
traded by the borrower, or 

b. the trade-in value allowed by agreement be-
tween the parties. 

C. Any conventional loan that is not otherwise eligi-
ble pursuant to paragraphs A or B of Section 227 must 
meet the following requirements of the Federal Home 
Loan Mortgage Corporation in order to be an eligible 
loan for purposes of the Act: 

1. Unless the context indicates otherwise, the fol-
lowing definitions and rules of construction apply to 
paragraph C of Section 227: 

a. Condominium unit means a one family dwell-
ing which: 

(1) is a part of real property which has been 
subject to a recorded declaration of condominium (or a 
master deed or a similar instrument) pursuant to the 
Minnesota Condominium Act or condominium (horizon-
tal property or unit ownership) act of the jurisdiction in 
which the property is located; and 

(2) the ownership of which includes the owner-
ship in fee (or in an acceptable leasehold estate) of a 
specified residential unit together with an undivided 
pro-rata interest in appurtenant real estate and any im-
provements thereon. 

b. First lien means a lien meeting the require-
ments of any statutes, or regulations issued thereunder 
by any governmental agency under state or federal law 
authorized to supervise and examine the operations of 
the authorized lender relating to "first mortgages", 
"unencumbered property", "first liens" or words of 
similar import. 
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c. Flexible payment loan means a note secured 

by a home mortgage where amortization of principal is 
not required during an initial period (not to exceed five 
(5) years) of the mortgage loan term; however, the re-
quired payments during such period must be sufficient 
to pay the interest. Such note must require repayment in 
monthly installments in accordance with a payment 
schedule stated in the note and the required payments 
after the end of the initial period must be sufficient to 
retire the entire obligation, both interest and principal, 
within the remainder of the mortgage loan term (such 
mortgage loan term must not exceed thirty (30) years, 
including the initial period). The interest rate must not 
be subject to increase during the initial period, unless 
pursuant to a subsequently negotiated agreement [(such 
as an assumption)], and the amount of the first required 
principal and interest payment after the end of the initial 
period must be fixed at the beginning of the mortgage 
loan term, with no required payment after the end of 
such initial period being greater than the first required 
principal and interest payment. 

d. Home mortgage means an instrument creat-
ing a valid first lien on real estate (held in fee simple or 
an acceptable leasehold) upon which there is located 
either: 

(1) a structure or structures designed princi-
pally for residential use by not more than four families 
or 

(2) a one to four family unit in a planned unit 
development, or  

securing the PUD unit mortgage. (Zoning is not the basis 
of classification as a PUD.) 

A De Minimis PUD unit means a PUD unit 
located in a PUD, in which the common property has a 
relative insignificant influence on the enjoyment of the 
premises, or has little or no effect on the value of the 
property securing the PUD unit mortgage. 

g. Value means the lower of: 

(1) the appraised value of the mortgaged prem-
ises at the time the mortgage loan is closed, or 

(2) the purchased price paid for the mortgaged 
premises by the borrower. 

2. Loan to value ratio; minimum loan amounts. 

a. No mortgage loan amount may exceed 
ninety-five percent (95%) of value. However, mortgage 
insurance is required on all mortgage loans that have a 
loan to value ratio in excess of eighty percent (80%). 
Coverage is required on the amount i.n excess of 
seventy-five percent (75%) of value and must remain in 
force until the mortgage loan is reduced to eighty per-
cent (80%) of the original value at which time the cover-
age may be cancelled. 

b. Mortgage loans secured by a two, three, or 
four family dwelling must not exceed eighty percent 
(80%) of value. 

c. Refinance loans (not including constructionl 
(3) a one family unit in a condominium 	permanent loans) must not exceed eighty percent (80%) 

project. 	 of the appraised value at the time such loan is closed. 

e. Mortgaged premises means the land and im-
provements thereon secured by the first lien of the 
mortgage. 

f. Planned unit development (PUD) means a par-
cel of land which contains property and improvements 
thereon owned and maintained by a homeowners associ-
ation, corporation or trust, for the benefit and use of 
individual PUD units (a one to four family dwelling lo-
cated in a PUD) within that parcel of land (herein re-
ferred to as "common property"), and such association, 
corporation or trust, requires automatic non-severable 
membership of each individual unit owner, with manda-
tory assessments. The common property enhances the 
enjoyment of the premises and value of the property 

d. The principal balance of mortgage loans 

must not be less than five thousand dollars ($5,000) at 

the time the loan is closed. 

3. Cash down payment. The current appraised 
value in dollars of the subject lot owned by the borrower 
upon which the improvement was constructed or the net 
proceeds of the trade-in of a previous home towards the 
purchase of the mortgaged premises are considered 
"cash equity" for the purposes of this section. 

a. For mortgage loans with a loan-to-value ra-
tio of more than ninety percent (9O%) f  the difference 
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between the purchase price of the mortgage premises 
and the mortgage loan must be paid from the borrower's 
liquid assets or cash equity. 

b. For mortgage loans with a loan-to-value ratio 
of more than eighty percent (80%), but not in excess of 
ninety percent (90%), the difference between the pur-
chase price of the mortgaged premises and the mortgage 
loan must be paid from the borrower's liquid assets or 
cash equity or its equivalent. The amount paid from the 
borrower's liquid assets or cash equity must be a 
minimum of ten percent (10%). No secondary financing 
is permitted. 

c. For mortgage loans with a loan-to-value ratio 
of eighty percent (80%) or less, no less than ten percent 
(10%) of the purchase price of the mortgaged premises 
must be paid from the borrower's liquid assets or cash 
equity. Secondary financing is permitted. 

d. All prepayments for real estate taxes, hazard 
and mortgage insurance impounds/escrows must be paid 
from the borrower's liquid assets or cash equity. 

e. For refinance loans, borrowers equity must be 
at least twenty percent (20%) of the appraised value at 
the time of the mortgage loan closing. 

4. Occupancy. To the best of the mortgagee's in-
formation and belief, the borrower occupies all or part 
of the mortgaged premises as a primary residence and 
the borrower is an individual or individuals. 

5. Type of structure. 

a. The mortgage premises must consist of a de-
tached or semidetached dwelling, row dwelling, town-
house, a unit within a vertical or horizontal con-
dominium project, or a dwelling unit within a PUD, 
undamaged by fire, windstorm or other casualty. Con-
struction of the mortgaged premises, including sub-
surface facilities, must be completed as of the date of the 
loan closing. In the event the improvements cannot be 
completed for valid reasons, such as inclement weather, 
an adequate escrow for the uncompleted items must be 
established. The principal residence comprising the 
mortgaged premises must not be a mobile home, a vaca-
tion property or a seasonal property. The mortgaged 
premises must be in conformance with all applicable 
zoning and use restrictions and local building and hous-
ing codes. The mortgaged premises must also enable the 
mortgage to qualify as a "residential mortgage" as de-
fined in Section 302 of the Emergency Home Finance Act 
of 1970, and Section 7701(a)(19)(C)(v) of the Internal 
Revenue Code and rLIles and regulations promulgated 
under each such section. 

b. A unit in a new or newly converted con-
dominium project or PUD will be deemed seasonal 
property and the mortgage thereon not eligible unless at 
least eighty percent (80%) of the units sold in the con-
dominium project or PUD have been sold to individuals 
for use as their primary year-round residence. In an 
existing condominium project or PUD, at least eighty 
percent (80%) of the units must be occupied by unit 
owners as their primary year-round residence. 

6. Amortization. Each mortgage note must provide 
through regular, monthly payments, for full amortiza-
tion by maturity. Amortization must commence not 
later than sixty-two (62) days after the final disburse-
ment of the mortgage proceeds, except that for flexible 
payment loans amortization of principal is not required 
during the initial period of the mortgage loan term (such 
initial period must not exceed five years). 

7. Term. The original term of a mortgage must not 
exceed thirty (30) years. In the case of a construction! 
permanent loan, the term must start no later than the 
end of the period allowed for construction. The original 
term of a home mortgage must not be less than ten (10) 
years. 

8. Rate of interest. The rate of interest specified in 
the evidence of indebtedness secured by the mortgage 
instrument must be evenly divisible by eights or tenths of 
one percent. Mortgage insurance premiums shall not be 
included in the interest rate. 

9. Location of mortgaged premises. The mortgaged 
premises must be located: 

a. within the state of the mortgagee's principal 
office; or 

b. within a radius of one hundred (100) miles of 
the mortgagee's principal office. 

10. Execution, acknowledgement and recordation. 
Each mortgage must be duly executed, acknowledged, 
delivered and recorded in all places where the mortgage 
loan must be recorded to perfect a first lien security 
interest in the mortgaged premises in favor of the 
mortgagee. 

11. Mortgage valid first lien. Each mortgage must 
be a valid first lien on the mortgaged premises. The 
mortgaged premises must be free and clear of all en-
cumbrances and liens prior to the 'first lien of the 
mortgage loan and no rights may be outstanding that 
could give rise to such liens, subject only to liens for real 
estate taxes and special assessments not yet due and pay-
able,  and the prior liens and encumbrances found in BD 
227 C, section 16. The mortgage loan must be a legal, 
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valid and binding obligation of the maker(s) thereof, 
enforceable in accordance with its terms and conditions, 
and free from any right of settoff, counterclaim or other 
claim or defense, and no part of the mortgaged premises 
may have been released from the mortgage. There must 
be no encroachments, overlaps, boundary line disputes 
or other matters which would be disclosed by accurate 
survey or inspection of the mortgaged premises. The tax 
lot must be the same as the mortgaged premises. 

12. Principal amount advanced; no mandatory fu-
ture advances. The full principal amount of each 
mortgage loan must be advanced to the borrower at the 
loan closing or advanced in accordance with the direc-
tion of the borrower. The borrower must not have an 
option under the mortgage loan to borrow, from the 
mortgagee or any other person, additional funds secured 
by the mortgage without consent of the mortgagee. 

13. Compliance with law. All requirements of all 
federal, state and local laws, rules and regulation applic-
able to mortgage loans and mortgage loan transactions, 
including, without limitations, truth-in-lending laws and 
usury laws, must be complied with, and the mortgage 
loan must not violate any such laws, rules or regulations. 

14. No circumstances adversely affecting value of 
mortgage. No proceeding may be pending for condem-
nation of all or any part of the mortgaged premises. 

15. Title insurance requirements; other title evi-
dence. 

a. Each mortgage loan must be covered by a 
paid-up mortgage title insurance policy. Such title in- 
surance policy must not be subject to any exception other 
than those which are permitted as provided in BD  
227C.16. However, a title insurance policy is not re- 
quired if a home mortgage is a "spot loan" and if: 

(1) title insurance coverage is not commonly 
required by private institutional mortgage investors in 
the area in which the mortgaged premises are located; 
and 

(2) the mortgagee holds a certificate of title; or 

(3) such other evidence of title commonly re-
quired by such private institutional mortgage investors 
which evidence is issued by an attorney carrying mal-
practice insurance, and which evidence of title is not  

subject to any exceptions other than those referred to in 
Section 16. However, a title insurance policy is required 
on mortgages securing condominium or PUD units or 
mortgages on a leasehold estate. 

b. Every title insurance policy must protect the 
mortgagee up to the original principal balance of the 
mortgage loan. 

16. Waiver of exceptions. The prior liens and en-
cumbrances listed below are acceptable: 

a. Any subsurface public utility easement for 
local residential distribution, such as liens for gas and 
water, and cable for electric, telephone or CATV 
utilities, the location of which is ascertainable and fixed, 
provided that the exercise of the rights thereunder will 
not interfere with the use of any present or potential 
future improvements on the mortgaged premises. 

b. Any surface easement for public utilities for 
local residential distribution along one or more of the 
property lines of the mortgaged premises [and extending 
not more than twelve (12) feet therefrom,] the location of 
which is ascertainable and fixed, provided that the exer-
cise of the rights thereunder will not interfere with the 
use of any present or potential future improvements on 
the mortgaged premises or the use of that part of the 
mortgaged premises outside of the easement and not oc-
cupied by improvements. 

c. Encroachment on an easement for public 
utilities by a garage or any other improvement, other 
than those which are attached to or a portion of the main 
dwelling structure, provided such encroachment does 
not interfere with the use of the easement or the exercise 
of rights of repair and maintenance in connection 
therewith. 

d. Agreements or restrictive covenants of record 
related to costs, use, set-back, minimum-size, building 
materials, architectural, aesthetic or similar matters 
(other than single family use restrictions on 2-4 family 
properties; provided there is no reversion or forfeiture 
of title in the event of violation thereof, that such 
agreements or restrictive covenants do not create or 
provide for a lien of any kind which would be prior to 
the lien of the home mortgage, that the terms and provi-
sions of such agreements or restrictive covenants are 
commonly acceptable to private institutional mortgage 
investors in the area in which the mortgaged premises 

I. 
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are located and that no violation of any such agreement 
or restrictive covenant exists. 

e. Mutual easement agreement of record which 
establishes a joint driveway or a party wall constructed 
either partly on the mortgaged premises and partly on 
adjoining property, or wholly on the mortgaged prem-
ises, or wholly on the adjoining property, provided the 
easement agreement allows all present and future own-
ers, their heirs and assigns forever, unlimited use of the 
driveway or party wall without any restriction other 
than restriction by reason of the mutual easement own-
er's rights in common and duties as to joint mainte-
nance. 

f. Fence misplacements of one foot or less on 
either side of the property line of the mortgaged prem-
ises, provided that neither the misplacement, nor a 
future correction thereof, will interfere with the use of 
any improvements of the mortgaged premises or the use 
of the balance of the mortgaged premises not occupied 
by improvements. 

g. Encroachments on the mortgaged premises by 
improvements on adjoining property where such en-
croachments extend one foot or less over the property 
line of the mortgaged premises, have a total area of fifty 
(50) square feet or less, do not touch any buildings, and 
do not interfere with the use of any improvements on the 
mortgaged premises or the use of the mortgaged prem-
ises not occupied by improvements. 

h. Encroachments on adjoining property by 
eaves or other projections attached to improvements on 
the mortgaged premises or by a driveway appurtenant 
to the mortgaged premises where such encroachments 
extend one foot or less beyond the property line of the 
mortgaged premises, provided that as to a driveway en-
croachment there exists a clearance of at least eight feet 
between the buildings on the mortgaged premises and 
the property line of the mortgaged premises affected by 
such encroachment. 

i. Outstanding oil, gas, water, or mineral rights 
which are commonly waived by private institutional 
mortgage investors in the area in which the mortgaged 
premises are located and will not result in damage to the 
mortgaged premises or impairment of the use of the 
mortgaged premises for residential purposes[, provided 
that such rights only attach below five hundred (500) 
feet]. That there are no rights of surface entry incident 
to such, oil, gas, water, or mineral rights, and that rights 
of subadjacent support of the mortgaged premises are 
provided. 

j. Liens for real estate or ad valorem taxes and 
assessments not yet due and payable. 

k. The priority of the lien as to any sum repaid 
and subsequently readvanced under the terms of the 
mortgage insured thereby. 

17. Hazard insurance requirements. 

a. General. Each mortgage loan must be covered 
by hazard insurance meeting the requirements set forth 
in this section and must be in effect the date of the 
mortgage loan closing. 

b. Scope and amount of coverage required for 
home mortgages other than planned unit development 
and condominium unit home mortgages. Insurance cov-
erage in the following kinds and amounts is required on 
the mortgaged premises and this basic coverage must 
provide: 

(1) The scope of coverage shall be equal to or 
greater than fire and extended coverage and shall be at 
least equal to that commonly required by private institu-
tional mortgage investors in the area in which the 
mortgaged premises are located. The policy shall pro-
vide, as a minimum, fire and extended coverage insur-
ance on a replacement cost basis in an amount not less 
than that necessary to comply with any co-insurance 
percentage stipulated in the policy, but not less than 
eighty percent (80%) of the insurable value (based upon 
replacement cost of the mortgaged premises). Except for 
insurance under the National Flood Insurance Act of 
1968, as amended, and for deductibles, as permitted 
below, the amount of coverage shall be sufficient so that 
in the event of any damage or loss to the mortgaged 
premises of a type covered by the insurance, the insur-
ance proceeds shall provide at least the lesser of: 

(a) compensation equal to the full amount of 
damage or loss, or 

(b) compensation to the first mortgagee 
under the mortgage equal to the full amount of the un-
paid principal balance of the mortgage loan. 

All buildings valued at $1,000 and over must 
be insured. 

If the area is one identified by the Secretary 
of Housing and Urban Development as an area having 
special flood hazards, flood insurance shall be main-
tained in the amount of the outstanding principal bal-
ance of the mortgage loan or the maximum limit of cov-
erage available under the National Flood Insurance Act 
of 1968, as amended, whichever is less. 

(2) Policies containing a deductible clause up 
to $200 applicable to either fire or extended coverage, or 
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both, are acceptable in states or areas where such provi-
sions are mandatory or commonly acceptable to private 
institutional mortgage investors. When policies contain 
a fall of building clause, such clause must be waived. 

c. Scope and amount of coverage required for 
planned unit developments. Insurance coverage in the 
following kinds and amounts is required on property 
covered by a PUD unit home mortgage: 

(1) All coverages in the kinds and amounts re-
quired for home mortgages pursuant to Section 17a are 
required also for PUD unit home mortgages. 

(2) The PUD corporation, homeowners associ-
ation or trust must have fire and extended coverage in-
surance for 'no less than one hundred percent (100%) of 
replacement cost of insurable PUD common property. 
Such insurance must name as the insured the PUD cor-
poration, homeowners association or trust for the bene-
fit of the unit owners in a PUD. (No mortgagee clause 
in favor of PUD unit mortgagees is required on insur-
ance covering common property.) 

(3) The PUD corporation, homeowners associ-
ations or trust must have fidelity coverage against dis-
honest acts on the part of directors, managers, trustees, 
employees or volunteers responsible for handling funds 
collected and held for the benefit of the unit owners in a 
PUD if the PUD has more than thirty (30) units. The 
fidelity bond or insurance must name the PUD corpora-
tion, homeowners association or trust as the named in-
sured and shall be written in an amount sufficient to 
provide protection which is in no event less than one and 
one-half times the insured's estimated annual operating 
expenses and reserves. In connection with such cover-
age, an appropriate endorsement to the policy to cover 
any persons who serve without compensation shall be 
added if the policy would not otherwise cover volun-
teers. 

(4) The PUD corporation, homeowners associ-
ation or trust must have a comprehensive policy of pub-
lic liability insurance covering all of the PUD common 
property. Such insurance policy shall contain a 
"severability of interest" clause or endorsement which 
shall preclude the insurer from denying the claim of a 
unit owner in a PUD because of negligent acts of the 
PUD corporation, homeowners association or trust, or 
other unit owners. The scope of coverage must include 
all other coverage in the kinds and amounts commonly 
required by private institutional mortgage investors for  

projects similar in construction, location and use. If the 
project has more than thirty (30) units, coverage shall be 
for at least $1,000,000 per occurrence for personal in-
jury andlor property damage. 

d. Scope and amount of coverage required for 
home mortgages on individual condominium units. In-
surance coverage in the following kinds and amounts is 
required on property covered by a condominium unit 
home mortgage: 

(1) A multi-peril type policy is required cover-
ing the entire condominium project providing as a 
minimum fire and extended coverage and all other cov -
erage in the kinds and amounts commonly required by 
private institutional mortgage investors for projects 
similar in construction, location and use on a replace-
ment cost basis in an amount not less than one hundred 
percent (100%) of the insurable value (based upon re-
placement cost). If there is a steam boiler in operation in 
connection with the mortgaged premises, there must be 
in force boiler explosion insurance evidenced by the 
standard form of boiler and machinery insurance policy 
and providing as a minimum, $50,000 per accident per 
location. If the condominium project is located in an 
area identified by the Secretary of Housing and Urban 
Development as an area having special flood hazards, a 
"blanket" policy of flood insurance on the condominium 
project must be maintained in the amount of the aggre-
gate of the outstanding principal balances of the 
mortgage loans on the condominium units comprising 
the ondominium project or the maximum limit of cov -
erage available under the National Flood Insurance Act 
of 1968, as amended, whichever is less. The name of the 
insured under etich required policy must be stated in 
form and substance similar to the following: "Associa-
lion of Owners of the 	 Condominium for 
use and benefit of the individual owners" (designated by 
name, if required. 

(2) Each such policy must contain the standard 
mortgage clause which must be endorsed to provide that 
any proceeds shall be paid to the Association of Owners of 
the 	 Condominium for the use and benefit 
of mortgages as their interest may appear. 

(3) The association of owners must have fidel-
ity coverage against dishonest acts on the part of direc-
tors, mPnagers, trustees, employees or volunteers re-
sponsible for handling funds belonging to or adminis-
tered by the condominium association of owners if the 
condominium project has more than thirty (30) units 

KEY: New rules and material proposed to be added to an existing rule are printed in boldface. Material proposed to be deleted from 
an existing rule is printed in [single brackets]. Underlining indicates additions to proposed rules, while [[double brackets]] indicate 
matter stricken from proposed rules. Existing material is printed in standard type face. 

STATE REGISTER, MONDAY, DECEMBER 20, 1976 	 Page 945 (CITE 1 S.R. 945) 



RULES 	 - 

The fidelity bond or insurance must name the con-
dominium association of owners as the named insured 
and shall be written in an amount sufficient to provide 
protection which is in no event less than one and one-half 
times the insured's estimated annual operating expenses 
and reserves. In connection with such coverage, an ap-
propriate endorsement to the policy to cover any persons 
who serve without compensation shall be added if the 
policy would not otherwise cover volunteers. 

(4) The association of owners must have a 
comprehensive policy of public liability insurance cover-
ing all of the common elements, commercial spaces and 
public ways in the condominium project. Such insurance 
policy shall contain a "severability of interest" en-
dorsement which shall preclude the insurer from deny-
ing the claim of a condominium unit owner because of 
negligent acts of the condominium association of owners 
or other unit owners. The scope of coverage must in-
clude all other coverage in the kinds and amounts re-
quired by private institutional mortgage investors for 
projects similar in construction, location and use. If the 
project has more than thirty (30) units, coverage shall be 
for at least $1,000,000 per occurrence, for personal in-
jury and/or property damage. 

e. No assessments; other requirements. Policies 
are unacceptable where: 

(1) under the terms of the carrier's charter, 
bylaws or policy, contributions or assessments may be 
made against the borrower or the mortgagee; or 

(2) by the term of the carrier's charter, bylaws 
or policy, loss payments are contingent upon action by 
the carrier's board of directors, policyholders, or mem-
bers; or 

(3) the policy includes any limiting clauses 
(other than insurance conditions) which could prevent 
the mortgagee or the borrower from collecting insurance 
proceeds. 

f. Mortgagee clause. All policies of hazard insur-
ance must contain or have attached the standard 
mortgagee clause commonly accepted by private institu-
tional mortgage investors in the area in which the 
mortgaged premises are located. The mortgagee clause 
must provide that the insurance carrier shall notify the 
first mortgagee (or trustee) named at least ten days in 
advance of the effective date of any reduction in or can-
cellation of the policy. 

18. Survey requirements. Each mortgage must 
meet the following survey requirements: 

a. An improvement survey, or, as sometimes re- 

ferred to, a plat of survey, must have been obtained 
prior to the loan closing. However, if private institu-
tional mortgage investors in the area in which the 
mortgaged premises are located do not commonly re-
quire a plat of survey, a plat of survey will not be 
required. The plat of survey must be based upon the 
results of an instrument survey made, dated and certified 
by a licensed civil engineer or registered surveyor, 
within one year of the date of the title insurance policy or 
an attorney's opinion of title obtained in connection with 
that particular mortgage loan, the certification of which 
should run to the mortgagee and the title insurance 
company which is furnishing the title insurance policy, if 
required by the title insurance company. 

b. The survey must show, among other things: 

(1) the location by courses and distances of the 
plot to be covered by the mortgage, the relation of the 
point of beginning of said plot to the monument from 
which it is fixed, all easements appurtenant to said plot, 
any established building line, and the line of the street or 
streets abutting the plot and the width of said streets; 

(2) encroachments and the extent thereof in 
terms of feet and inches upon said plot or any easement 
appurtenant thereto; 

(3) all structures and improvements on said 
plot with horizontal lengths of all sides and the relation 
thereof by distances to all boundary lines of the plot, 
servient easements, established building lines and street 
lines. If the plot is described as being on a filed map, the 
survey must contain a legend relating the plot to the map 
on which it is shown. 

19. Legal description. The legal description of the 
mortgaged property as set forth in the mortgage and 
title insurance policy or other evidence of title must be in 
one of the following basic forms: 

a. Metes and bounds. A metes and bounds de-
scription should comply with the following standards: 

(1) The beginning point should be established 
by a monument located at the beginning point, or by 
reference to a nearby monument. 

(2) The sides of the mortgaged premises must 
be described by giving the distances and bearings of 
each. In lieu of bearings, it is equally acceptable to use 
the interior angle method, provided that the beginning 
point is located on a dedicated public street line or a 
fixed line on other property or the course of the first side 
can be otherwise properly fixed. 

(3) The distances, bearings and angles should 
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be taken from a recent instrument survey, or recently 
recertified instrument survey, by a licensed civil en-
gineer or registered surveyor. 

(4) Curved courses should be described by 
data including: 

(a) length of arch, 

(b) radius of circle for the arc and 

(c) chord distance and bearing. 

However, if commonly accepted by private 
institutional mortgage investors in the area in which the 
mortgaged premises are located, when a survey course is 
part of a dedicated public street or road line, the course 
may be described merely by indicating the distance and 
direction which the course takes along the street line 
from the end of the previous course. 

(5) The legal description should be a single 
perimeter description of the entire plot. Division into 
parcels must be avoided unless a special purpose of the 
specific mortgage loan is served. Division is necessary, 
however, if the plot is located on two sides of a public 
way. (It is also customary in many areas to describe an 
easement appurtenant to a fee parcel by using a separate 
parcel description.) 

b. Lot and block description. A description 
composed of lots and/or blocks which includes reference 
to a recorded map or plat on which said lots or blocks 
are delineated is usually deemed adequate. 

However, when all of the lots or blocks in the 
description do not appear on the same recorded map or 
plat, the location of the apparently identical sides of lots 
or blocks in different recorded maps or plats, fixed in 
both maps or plats by the same monuments (a rare situa-
tion), is usually deemed adequate. 

c. Additional acceptable descriptions. Although 
encountered in only a few cases, a description of a parcel 
bounded on all sides by dedicated streets or alleys can 
acceptably refer only to the bounding lines of the streets 
or alleys. A description of registered property is accept-
able, if in the form required by the local Torrens Act. 

20. Acceptable leasehold. For each home mortgage 
on a leasehold estate, mortgagee must obtain an uncon-
ditional opinion of counsel stating that each leasehold  

mortgage loan constitutes an interest in the real estate 
and complies with the requirements of this section. The 
following leasehold requirements must be fully complied 
with: 

a. Mortgagee must obtain an unconditional opin-
ion of counsel stating that: 

(1) the use of leasehold or ground rent estates 
for residential properties is a customary practice in the 
area in which the mortgaged premises are located, 

(2) residential properties in the area consisting 
of such leasehold or ground rent estates are readily 
marketable, 

(3) mortgages covering such residential prop-
erties are commonly acceptable to private institutional 
mortgage investors and 

(4) the provisions of the leasehold or con-
veyance reserving ground rents are those commonly ac-
ceptable to private institutional mortgage investors in 
the area in which the mortgaged premises are located. 

b. The lease (including all amendments thereto) 
must be recorded. 

c. The leasehold must be in full force and effect 
and be subject to no prior lien or encumbrance by which 
the leasehold can be terminated or subjected to any 
charge or penalty. 

d. The remaining term or exercised renewal of 
the lease together with any renewals enforceable by the 
mortgage must terminate no earlier than ten (10) years 
after the maturity date of the mortgage. 

e. The lease must be in a standard form com-
monly acceptable to private institutional mortgage in-
vestors in the area in which the mortgaged premises are 
located for leasehold mortgage purposes and must con-
tain no conditions under which the leasehold may be 
terminated for lessee's default without the mortgagee 
having the right to receive from the lessor written notice 
of, and a reasonable opportunity to cure, such default. 

21. Condominium home mortgages, organizational 
requirements. By virtue of the condominium constituent 
documents, a written agreement in favor of all 
mortgagees of units in the project with the homeowner's 
association of the condominium, state law, or a combi-
nation thereof: 
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a. A first mortgagee, upon request, will be enti-

tled to written notification from the homeowners associ-
ation of any default in the performance by the individual 
unit borrower of any obligation under the condominium 
constituent documents which is not cured within sixty 
(60) days. 

b. Any first mortgagee who obtains title to the 
condominium unit pursuant to the remedies provided in 
the mortgage, or foreclosure of the mortgage, or deed 
(or assignment) in lieu of foreclosure will be exempt 
from any "right of first refusal" contained in the con-
dominium constituent documents. 

c. Any first mortgagee who obtains title to the 
condominium unit pursuant to the remedies provided in 
the mortgage or foreclosure of the mortgage will not be 
liable for such unit's unpaid dues or charges which ac-
crue prior to the acquisition of title to such unit by the 
mortgagee. 

d. Except where otherwise provided in the Min-
nesota Condominium Act,  unless at least seventy-five 
percent (75%) of the first mortgagees (based upon one 
vote for each first mortgage owned), or owners (other 
than the sponsor, developer or builder) of the individual 
condominium units have given their prior written ap-
proval, the condominium home owners association shall 
not be entitled to: 

(1) By act or omission, seek to abandon or 
terminate the condominium project; 

(2) change the prorata interest or obligations 
of any condominium unit for the purpose of: 

(a) levying assessments or charges or al-
locating distributions of hazard insurance proceeds or 
condemnation awards, or 

(b) determining the prorata share of owner-
ship of each condominium unit in the common elements; 

(3) partition or subdivide any condominium 
unit; 

(4) by act or omission, seek to abandon, parti-
tion, subdivide, encumber, sell or transfer the common 
elements. (The granting of easements for public utilities 
or for other public purposes consistent with the intended 
use of the common elements by the condominium project 
shall not be deemed a transfer within the meaning of this 
clause); 

(5) use hazard insurance proceeds for losses to 
any condominium property (whether to units or to 
common elements) for other than the repair, replace-  

ment or reconstruction of such condominium property, 
except as provided by statute in case of substantial loss 
to the units and/or common elements of the con-
dominium project. 

In the case of a condominium project subject 
to additions or expansions, in which sections or phases 
are established by the condominium constituent docu-
ments (hereafter referred to as "phasing" or "add- 
ons"), satisfying the requirements of Section 22d (2) and 
(4) and Section 21n will be deemed waived to the extent 
necessary to allow the phasing or add-ons in accordance 
with the condominium constituent documents. 

e. First mortgagees shall have the right to 
examine the books and records of the condominium 
homeowners association or the condominium project. 

f. Condominium dues or charges shall include an 
adequate reserve fund for maintenance, repairs and re-
placement of those common elements that must be re-
placed on a periodic basis; and shall be payable in regu-
lar installments rather than special assessments. 

g. All taxes, assessments and charges which may 
become liens prior to the first mortgage under local law 
shall relate only to the individual condominium units 
and not to the condominium project as a whole. 

h. No provision of the condominium constituent 
documents gives a condominium unit owner or any other 
party, priority over the rights of first mortgagees of con-
dominium units pursuant to their mortgages in the case 
of a distribution to condominium unit owners of insur-
ance proceeds or condemnation awards for losses to or a 
taking of condominium units and/or common elements. 

i. All amenities (such as parking, recreation and 
service areas) are a part of the condominium project and 
are covered by the mortgage at least to the same extent 
as are the common elements. All such amenities are fully 
installed, completed and in operation for use by con-
dominium unit owners. If such amenities are not com-
mon or special elements under the condominium proj-
ect, but are part of a PUD of which the condominium 
project is a part, such an arrangement is acceptable 
provided that the warranties applicable to PUD units 
are also satisfied. 

j. The condominium project has been created 
and is existing in full compliance with requirements of 
the condominium enabling statute of the jurisdiction in 
which the condominium project is located and all other 
applicable laws. 

k. Fifty-one percent (51%) of the units in the 
condominium project have been sold to bona fide pur- 
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chasers who have closed or who are legally obligated to 
close. Multiple purchases of condominium units by one 
owner are to be counted as one sale when counting the 
number of sales within a condominium project to deter-
mine if this sales requirement has been met. In a con-
dominium project subject to phasing or add-ons, in 
which sections or phases are established by the con-
dominium constituent documents and under a common 
homeowners association, a section or phase may be 
combined with other completed, sold and occupied sec-
tions or phases. 

A section/phase is one which is of sufficient size 
to contain an adequate number of units to support any 
common elements or recreational facilities which are in-
cluded in the sale price or appraised value of the indi-
vidual unit, and in a condominium project, the section/ 
phase is generally established by the condominium con-
stituent documents. 

I. In a new or newly converted condominium 
project, at least eighty percent (80%) of the units sold in 
the condominium project are sold to individuals for use 
as their primary year-round residences. In an existing 
condominium project, at least eighty percent (80%) of 
the units in the condominium project are occupied by 
unit owners as their primary year-round residences. 

m. If the condominium project is on a leasehold 
estate, the condominium unit lease is a lease of the fee, 
and the provisions of the condominium unit lease comply 
with the following leasehold requirements: 

(1) The lease (including all amendments 
thereto) must be recorded. 

(2) The leasehold must be in full force and ef-
fect and must not be subject to any encumbrances or 
liens and must contain no terms requiring or permitting 
subordination to liens or encumbrances without 
mortgagee's consent. 

(3) The original term or exercised renewal of 
the lease, together with any renewals enforceable by the 
mortgagee, must not terminate earlier than ten (10) 
years after the maturity date of the mortgage. 

(4) The lease must contain provisions which: 

(a) permit mortgaging of the leasehold es- 
tate; 

(b) permit assignments without lessor's con- 
sent; 

(c) provide for releasing of an assigning les-
see; 

(d) permit leasehold mortgagee to be an in-
sured under hazard insurance policies; 

(e) provide for payment of hazard insurance 
proceeds to leasehold mortgagee or insurance trustee; 

(f) provide for written notice of default by 
lessor to leasehold mortgagee as a condition of validity of 
such notice of default; 

(g) provide for right of leasehold mortgagee 
to cure default for account of lessee within time permit-
ted to lessee for such cure plus reasonable additional 
time; 

(h) provide for new lease of same priority to 
be given to leasehold mortgagee if lease terminates be-
cause of default not curable by a leasehold mortgagee, or 
in the alternative, for no termination for noncurable 
default as long as no default in rent exists; 

(i) provide for payment to leasehold 
mortgagee (or trustee for restoration in the case of par-
tial awards) of condemnation award to which lessee is 
entitled, which award must not be less than the total 
award minus the value of the land considered as unim-
proved; 

(j) provide that in case of partial taking, les-
see will rebuild and restore the improvements on the 
mortgaged premises unless leasehold mortgagee consents 
to distribution of proceeds in lieu thereof. (Application 
of such proceeds shall be made first towards reduction of 
the leasehold mortgage debt.) 

(k) provide for leasehold mortgagee's right 
to acquire lease in its own name or in the name of the 
nominee upon foreclosure or assignment in lieu of fore-
closure; 

(I) provide for leasehold mortgagee's right 
to exercise renewal option; and 

(m) contain no provisions for termination in 
the event of damage or destruction so long as leasehold 
mortgage is in existence. 

4, 
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S In addition, such lease does not contain 
any provisions providing for an increase(s) in the ground 
rent (lease payment) earlier than ten (10) years after the 
maturity date of the note and mortgage. 

(n) Any proposal or plan pursuant to which 
the condominium project is subject to phasing or add- 
ons complies with the following limitations: 

(i) Condominium unit owners shall have a 
minimum percentage undivided interest in the common 
elements, and the corresponding maximum interest sub-
ject to diminution to no less than such minimum, in each 
such percentage interest must be stated in the declara-
tion of condominium (or master deed or similar instru-
ment); 

(ii) the conditions whereby any change in 
such percentage of undivided interest in common ele-
ments may take place are fully described in the declara-
tion of condominium (or master deed), together with a 
description of the real property which will become sub-
ject to the condominium project if such alternative per-
centage interest becomes effective; and 

(iii) no change in the percentage interest 
in the common elements may be affected pursuant to 
such phasing or add-on plan more than seven years after 
the declaration of condominium (or master deed) be-
comes effective. 

(o) Any agreement for professional man-
agement of the condominium project, or any other con-
tract providing for services by the developer, sponsor or 
builder, must provide for termination by either party 
without cause or payment of a termination fee on ninety 
(90) days or less written notice and a maximum contract 
term of three years. 

(p) The condominium homeowners associa-
tion has agreed to give the mortgagee notice in writing of 
any loss to, or taking of, the common elements of the 
condominium project if such loss or taking exceeds 
$10,000 or damage to a condominium unit covered by a 
mortgage exceeds $1,000. 

22. Planned unit development (PUD) mortgages, 
organization requirements. By virtue of the PUD con-
stituent documents, a written agreement in favor of all 
mortgagees of units in the PUD with the PUD associa-
tion, corporation or trust, state law, or a combination 
thereof: 

a. A first mortgagee, upon request, is entitled to 
written notification from the homeowners association of 
any default in the performance by the individual PUD 
unit borrower of any obligation under the PUD con-  

stituent documents which is not cured within sixty (60) 
days. 

b. Any first mortgagee who obtains title to a unit 
in the PUD pursuant to the remedies provided in the 
mortgage or foreclosure of the mortgage, or deed (or 
assignment in lieu of foreclosure), will be exempt from 
any "right of first refusal" contained in the PUD con-
stituent documents. 

c. Any first mortgagee who obtains title to a unit 
pursuant to the remedies provided in the mortgage, or 
foreclosure of the mortgage, will not be liable for such 
unit's unpaid dues or charges which accrue prior to the 
acquisition of title to such unit by the mortgagee. 

d. Unless at least seventy-five percent (75%) of 
the first mortgagees (based upon one vote for each first 
mortgage owned), or owners (other than the sponsor, 
developer or builder) of the individual units in the PUD 
have given their prior written approval, the PUD home 
owners association, corporation or trust shall not be en-
titled to: 

(1) by act or omission seek to abandon, parti-
tion, subdivide, encumber, sell or transfer the common 
property owned, directly or indirectly, by.such 
homeowners association, corporation or trust for the 
benefit of the units in the PUD. 

The granting of easements for public utili-
ties or for other public purposes consistent with the in-
tended use of such common property by the PUD shall 
not be deemed a transfer within the meaning of this 
clause; 

(2) change the method of determining the obli-
gations, assessments, dues or other charges which may 
be levied against the PUD unit owner; 

(3) by act or omission change, waive or aban-
don any scheme of regulations, or enforcement thereof, 
pertaining to architectural design or the exterior ap-
pearance of units, the exterior maintenance of units, the 
maintenance of the common property party walks or 
common fences and driveways, or the upkeep of lawns 
and plantings in the PUD; 

(4) fail to maintain fire and extended coverage 
on insurable PUD common property on a current re-
placement cost basis in an amount not less than one 
hundred percent (100%) of the insurable value (based on 
current replacement cost); 

(5) use hazard insurance proceeds for losses to 
any PUD common property for other than the repair, 
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replacement or reconstruction of such common prop-
erty. 

e. First mortgagees shall have the right to 
examine the books and records of the PUD homeowners 
association, corporation, trust or any entity which owns 
the common property of the PUD. 

f. First mortgagees of PUD units may, jointly or 
singly, pay taxes or other charges which are in default 
and which may or have become a charge against any 
PUD common property and may pay overdue premiums 
on hazard insurance policies, or secure new hazard in-
surance coverage on the lapse of a policy, for such com-
mon property and first mortgagees making such pay-
ments shall be owed immediate reimbursement thereof 
from the PUD homeowners association, corporation or 
trust. Entitlement to such reimbursement is reflected in 
an agreement in favor of all first mortgagees of units in a 
PUD duly executed by the PUD homeowners association, 
corporation or trust, and an original or certified copy of 
such agreement is possessed by the mortgagee. 

g. No provision of the PUD constituent document 
gives a PUD unit owner or any other party, priority over 
any rights of first mortgagees of units in a PUD pursuant 
to their mortgages in the case of a distribution to PUD 
unit owners of insurance proceeds or condemnation 
awards for losses to or a taking of PUD common prop-
erty. 

h. Homeowners association dues or charges shall 
include an adequate reserve fund for maintenance, re-
pairs and replacement of those elements of common 
property that must be replaced on a periodic basis and 
are payable in regular installments rather than by spe-
cial assessment. 

I. All PUD common property which is regarded 
as part of the value of the unit in a PUD for purposes of 
the appraisal upon which the mortgage loan is predi-
cated (such as parking, recreation and service areas) are 
fully installed, complete and in operation for use by PUD 
unit owners. PUD unit owners have a right to enjoyment 
of the PUD common property and such property is 
owned in fee or in an acceptable leasehold estate by the 
PUD homeowners association, corporation or trust. The 
PUD common property was conveyed to the PUD 
homeowners association, corporation or trust unencum-
bered, except for any easements granted for public 
utilities or for other public purposes consistent with the 
intended use of such property by the PUD. 

j. The PUD has been created and is existing in 
full compliance with requirements of the jurisdiction in 
which the PUD is located and all other applicable laws. 

k. Fifty-one percent (51%) of the units in the 
PUD have been sold to bona fide purchasers who have 
closed or who are legally obligated to close. Multiple 
purchasers of units in a PUD by one individual are to be 
counted as one sale when counting the number of sales 
within a PUD to determine if this sales requirement has 
been met. In analysis of this requirement in a phasing or 
add-on PUD project, in which sections or phases are 
established by the PUD constituent documents and 
under a common homeowners association, a section or 
phase may be combined with other completed, sold and 
occupied sections or phases. 

A section/phase is one which is of sufficient size 
to contain an adequate number of units to support any 
common property or recreational facilities which are in-
cluded in the sale price or appraised value of the indi-
vidual unit, and in a PUD, the section/phase is generally 
established by the PUD constituent documents. 

I. In a new or newly converted PUD project, at 
least eighty percent (80%) of the units sold in the PUD 
are sold to individuals for use as their primary year- 
round residences. In an existing PUD, at least eighty 
percent (80%) of the units in the PUD are occupied by 
unit owners as their primary year-round residences. 

m. If the PUD is on a leasehold estate, the PUD 
unit lease is a lease of fee, and the provisions of the PUD 
unit lease comply with the requirements as [follows:J 
found in BD 227 C. Section 21 m, (1) through (4) (m).  

[(1) The lease (including all amendments 
thereto) must be recorded. 

(2) The leasehold must be in full force and ef-
fect and must not be subject to any encumbrances or 
liens and must contain no terms requiring or permitting 
subordination to liens or encumbrances without mort-
gagee's consent. 

(3) The original term or exercised renewal of 
the lease, together with any renewals enforceable by the 
mortgagee, must not terminate earlier than ten (10) 
years after the maturity date of the mortgage, or in the 
case of a mortgage loan with a "balloon" payment at 
maturity, not earlier than ten (10) years after the matu-
rity date that the mortgage would have had, if the regu- 

KEY: New rules and material proposed to be added to an existing rule are printed in boldface. Material proposed to be deleted from 
an existing rule is printed in [single brackets]. Underlining indicates additions to proposed rules, while l[double  brackets]] indicate 
matter stricken from proposed rules. Existing material is printed in standard type face. 
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lar amortization had continued until the mortgage loan 
was paid in full. 

(4) The lease must contain provisions which: 

(a) permit mortgaging of the leasehold es- 
tate; 

(b) permit assignments without lesser's con- 
sent; 

(c) provide for release of an assigning lessee; 

(d) permit leasehold mortgagee to be an in-
sured under hazard insurance policies; 

(e) provide for payment of hazard insurance 
proceeds to leasehold mortgagee or insurance trustee; 

(f) provide for written notice of default by 
lessor to leasehold mortgagee as a condition of validity of 
such notice of default; 

(g) provide for right of leasehold mortgagee 
to cure default for account of lessee within time permit-
ted to lessee for such cure plus reasonable additional 
time; 

(h) provide for new lease of same priority to 
be given to leasehold mortgagee if lease terminates be-
cause of default not curable by leasehold mortgagee, or 
in the alternative, for no termination for noncurable 
default as long as no default in rent exists; 

(I) provide for payment to leasehold 
mortgagee (or trustee for restoration in the case of par-
tial awards) of condemnation award to which lessee is 
entitled, which award must not be less than the total 
award minus the value of the land considered as unim-
proved; 

(j) provide that in case of partial taking, les-
see will rebuild and restore the improvements on the 
mortgaged premises unless leasehold mortgagee con-
sents to distribution of proceeds in lieu thereof. (Appli-
cation of such proceeds shall be made first toward reduc-
tion of the leasehold mortgage debt.) 

(k) provide for leasehold mortgagee's right 
to acquire lease in its own name or in the name of the 
nominee upon foreclosure or assignment in lieu of fore-
closure; 

(I) provide for leasehold mortgagee's right 
to exercise renewal options; and 

(m) contain no provisions for termination in 
the event of damage or destruction so long as leasehold 
mortgage is in existence.] 

If any PUD common property is in a leasehold 
estate, the lease of the PUD common property is a lease  
of the fee and the provisions of the lease must comply  
with the provisions of BD 227 C. Section 21 m. (1)  
through (4) (m).  

n. Any agreement for professional management 
of the PUD project, or any other contract providing for 
services by the developer, sponsor or builder, must pro-
vide for termination by either party without cause or 
payment of a termination fee on ninety (90) days or less 
written notice and a maximum contract term of three 
years. 

23. Internal consistency of documents. For each 
mortgage loan the mortgage, title insurance policy or 
substitute evidence of title survey, lease, mortgage in-
surance policy, hazard insurance policies, and all other 
documents that pertain to the mortgage or mortgage 
premises must have a description which is consistent 
with that in the other documents. 
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EQC Monitor 
Environmental Quality 

Council 
Action Taken at November 30, 1976 

EQC Meeting 

1. Reaffirmed June 3 decision regarding issuance of 
Construction Permit to CPAUPA* for 400 kV*  High Volt-
age Transmission Line from North Dakota to Delano, Min-
nesota. 

*Coopemtive Power Association-United Power Association 
*kilovolt 

(End of EQC Monitor) 

Department of Commerce 
Banking Division 
Maximum Lawful Mortgage Interest 

Rate for the Month of January, 
1977 

Notice is hereby given that the Banking Division, Depart-
ment of Commerce, State of Minnesota, pursuant to the 
Conventional Home Loan Assistance and Protection Act, 
Minnesota Laws 1976, Chapter 300, hereby determines the 
maximum lawful rate of interest for home mortgages for the 
month of January, 1977, is Eight and One-Half (8.50) per-
cent. 

Robert A. Mampel 
Commissioner of Banks 

Energy Agency 
Minnesota Pipe Line Company 

Proposes Oil Pipeline Facility 

Notice of Contested Case Hearing 

It is hereby ordered, and notice is hereby given, that a 
contested case hearing concerning the above-entitled matter 
will commence at 9:30 a.m. on February 16, 1977, in Room  

300, 1745 University Avenue, Saint Paul, Minnesota. The 
hearing will continue at times and places to be specified by 
the Hearing Examiner. The Hearing Examiner, by further 
order, will specify dates on which portions of the hearing 
will be held at places to be specified in Cannon Falls, Zum-
brota, Rochester, Stewartville, and Spring Valley, Min-
nesota. 

The hearing will be held before Howard L. Kaibel, Hear-
ing Examiner, Room 300, 1745 University Avenue, Saint 
Paul, Minnesota, 55104, telephone (612) 296-8107, an in-
dependent hearing examiner appointed by the Chief Hearing 
Examiner of the State of Minnesota. All parties have the 
right to be represented by legal counsel or any other repre-
sentative of their choice throughout the contested case pro-
ceeding. The hearing will be conducted pursuant to the con-
tested case procedures set out in Minn. Stat. § 15.0411 
through 15.052 and procedural rules HE 201-222 and EA 
500-520. Where the procedural rules conflict, the Hearing 
Examiner's Rules, HE 201-222, supersede the Agency's 
rules, EA 500-520. Questions concerning the issues raised 
in this Order or concerning informal disposition or discov-
ery may be directed to Special Assistant Attorney General 
Dwight S. Wagenius, 740 American Center Building, 150 
East Kellogg Boulevard, Saint Paul, Minnesota, 55101, 
telephone (612) 296-8278. 

The purpose of the hearing is to determine whether Min-
nesota Pipe Line Company (hereinafter the "applicant") 
has justified its need for the proposed facility in its applica-
tion filed pursuant to Minn. Stat. § I l6H. 13 (1974) and EA 
1001-109 1. The hearing will address, among other things, 
the accuracy of the applicant's forecast of demand for the 
type of energy that will be supplied by the proposed facility, 
and alternative ways of meeting the demand. Determination 
must be made whether the consequences of granting the 
certificate of need outweigh the consequences of denying it, 
considering socioeconomic and environmental factors. In 
addition, a certificate of need cannot be granted if it has 
been demonstrated on the record that the proposed facility 
will fail to comply with relevant policies, rules and regula-
tions of other state agencies, federal agencies, and local 
governments which have been considered during the hear-
ing process. 

Any person wishing to become a party to the proceeding 
must file a Notice of Intervention or a Petition for Leave to 
Intervene with the Hearing Examiner pursuant to EA 506 
and HE 210(a). The Notice or Petition must be received by 
the Hearing Examiner on or before January 19, 1977, and a 
copy must be served on the Energy Agency and on the 
applicant. 

Any person who wishes to give testimony, present other 
evidence or exhibits, or note his appearance at the hearing 
may. do so, pursuant to HE 2 10(e), without having attained 
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party status by intervention. Registration forms for such 
appearances will be available at the hearing. 

All persons are advised that no factual information or 
evidence, except tax returns and tax reports, which is not 
part of the hearing record shall be considered by the Hearing 
Examiner or by the Director in the determination of the 
above-entitled matter. Persons attending the hearing should 
bring all evidence bearing on the case including any records 
or other documents. 

The procedural rules cited above are available for review 
at the Office of the Hearing Examiners (HE 20 1-222) and at 
the offices of the Energy Agency (EA 500-520). The appli-
cant's application for a certificate of need and the substan-
tive rules applicable to this matter, EA 1001-1091, are also 
available for review at the offices of the Energy Agency. All 
rules may be purchased from the Documents Section, De-
partment of Administration, 140 Centennial Building, Saint 
Paul, Minnesota, 55155, telephone (612) 296-2874. The 
cited procedural rules provide generally for the procedural 
rights and obligations of the parties including the right to 
advance notice of witnesses and evidence, the right to 
present evidence and cross-examine witnesses, the right to 
purchase a record or transcript, the right to object to peti-
tions for intervention, the obligation to meet certain time 
limits, the obligation to file proposed findings and conclu-
sions, and the right to file comments on and exceptions to 
the findings and recommendation of the Hearing Examiner. 

Parties are entitled to issuance of subpoenas to compel 
witnesses to attend and produce documents and other evi-
dence. Requests for subpoenas must be made of the Hearing 
Examiner in writing, pursuant to HE 216. 

If persons have good reason for requesting a delay in the 
lear1ng, the request must be made in writing to the Hearing 
Examiner at least 5 days prior to the hearing. A copy of the 
request must be served on the Agency and any other parties. 

John P. Millhone 
Director 

State Planning Agency 
Governor's Planning 

Council on 
Developmental 
Disabilities 

Voluntary Programs Assisting 
Persons with Developmental 
Disabilities 

Request for Proposals 

The Minnesota Governor's Planning Council on De-
velopmental Disabilities is seeking to support proposals 
from eligible private non-profit organizations with the inter-
est and capacity to develop and demonstrate alternate 
models of citizen advocacy programming for persons 
having a developmental disability. 

A "developmental disability" is defined as mental retar-
dation, cerebral palsy, epilepsy, autism, or dyslexia that is 
related to the other conditions. ''Citizen advocacy" is a 
structured program using volunteers to assist persons having 
a developmental disability to become increasingly inte-
grated into everyday living through close, personal "friend-
ships." 

The Request for Proposal guidelines to be used in the 
preparation of an application are available upon written re-
quest from the address listed below. Deadline for receipt of 
materials is Friday, February 11, 1977 (whether. post-
marked, or hand-carried). To obtain a Request for Proposal 
packet, as well as general information, please write to: 

Advocacy RFP 
Developmental Disabilities Planning Office 
State Planning Agency 
Room 562, Metro Square Bldg. 
7th & Robert Streets 
St. Paul, Minnesota 55101 
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STATE OF MINNESOTA 
OFFICE OF THE STATE REGISTER 

95 Sherburne, Suite 203 
St. Paul, Minnesota 55103 

SUBSCRIPTION ORDER FORM 

$1 10.00—annual subscription to the Slate Register (53 issues) 

SAVE MONEY ON ADDITIONAL SUBSCRIPTIONS: 

$85.00—second subscription and additional subscriptions (each) 

I woild like 	subscriptions at a total Cost of$ 	 I have enclosed that amount in a check or money 
order made out to: "Minnesota State Treasurer." 

Name of Company or Organization 	  

Attention to 	  

Street 	  

City  	State 	  Zip 	  

Telephone 	  

NOW AVAILABLE: 
STATE REGISTER BINDERS 

3½ Inch Durable Plastic 
Self-locking Binders 

STATE OF MINNESOTA 
OFFICE OF THE STATE REGISTER 

95 Sherburne, Suite 203 
St. Paul, Minnesota 55103 

BINDER ORDER FORM 

State Register Binder $5.00 + $20 sales tax, for a total of $5.20, or include your tax exempt no 

I would like 	 binder(s), at a total cost of $ 	 I have enclosed that amount in a check or 
money order made out to: "Minnestoa State Treasurer." 

Name of Company or Organization 	  

Attention to 	  

Street 	  

City 	  State 	  Zip 	  

Telephone 	  



house of Representatives 
Attn: Edward Burdick, Chief Clerk 
Room 211 Capitol 
St. Paul, Minnesota 55155 
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